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To the Shareholders of 


SULLIVAN MINING GROUP LTD. 


Your directors are pleased to submit 
herewith the consolidated financial 
statements of your company for the 
year ended August 31, 1975. 


You will note that the financial state- 
ments of your company are no longer 
presented in combination with those 
of East Sullivan Mines Limited, as 
has been our practice since the 
amalgamation of a number of our 
companies in September 1969. This 
is in accordance with the request 

of the Commissions having jurisdic- 


tion over the affairs of your company. 


Consequently, our financial state- 
ments for the past fiscal year are 
presented in the consolidated form 
recommended by the Canadian 
Institute of Chartered Accountants. 
They include all subsidiaries of the 
company, including those which are 
only at the exploration stage. 


East Sullivan Mines Limited’s finan- 
cial report is being published under 
separate cover. 


It should be remembered that on the 
one hand, East Sullivan Mines 
Limited owns an identical number of 
shares of Sullivan Mining Group 
Ltd., as it has issued to its own 
shareholders, (that is 4,675,000 
shares — 55.6% of the issued capital 
of Sullivan Mining Group Ltd.) , and 
on the other hand, Sullivan Mining 
Group Ltd. owns 1,828,968 shares of 
East Sullivan Mines Limited, (that is 
39.1% of the issued capital) . 


For information purposes, you will 

find, on page 16, a six year review of 
operating results and financial posi- 
tion of your company, together with 


those of East Sullivan Mines Limited. 


Financial Results 


Your company, in sympathy with the 
mining industry as a whole, last 
year felt the ill effects of the most 
difficult economical cycle experi- 
enced in more than forty years. 


Even with a cash flow of $4,100,000. 
this past year, compared with 
$8,100,000. the year previous, your 
company suffered a net loss of 
$935,000. ($0.14 per share effec- 
tively in circulation) , in comparison 
with a net profit of $4,411,000. ($0.68 
per share) in the previous year. 


It should be noted that were the 
financial statements of Brunswick 
Tin Mines Limited not consolidated 
with Sullivan Mining Group Ltd. this 
year, the net loss would have been 
only $257,000. 


However, your company’s results for 
1974, appearing in the financial state- 
ments of this report, have been 
restated for comparison purposes. 


Copper Prices 


The dramatic decrease in the prices 
of copper, over which your company 
has no control was certainly the 
main reason for this past year’s loss. 
A total of 12,273,631 pounds of 
copper were produced during the 
year, for which we were paid an 
average of $0.59 per pound, com- 
pared with $0.93 received in the 
previous year. 


Operations 


There were also other important 
factors which contributed to our 


losses, such as higher costs for sup- 
plies, escalating labour costs and an 
increase of $1,455,000. in deprecia- 
tion and amortization charges. The 
latter was principally due to a com- 
plete year of operations of the 
Nigadoo mine, compared with only 
eight months in the previous year. 


Despite these adverse conditions, 
the mines of the Eastern Townships 
(Cupra and D’Estrie) and of New 
Brunswick (Nigadoo) operated 
smoothly during the whole year, 
without any major obstacles. 


These mines, at present, are the 
principal source of our cash flow. 
We hope that the world’s economical 
situation and the prices for metals 
will improve in order that our opera- 
tions generate the additional capital 
required for our development and 
future operations. 


Development of New 
Mining Properties 


In the interest of future mining 
operations, a total of $2.6 million was 
spent this year, mainly for under- 
ground development and extensive 
metallurgical research programmes 
under the guidance of Canadian 
Bechtel Limited, consulting engi- 
neers. We hope in this way to 
replace, in time, our depleting ore 
deposits. The accompanying Review 
of 1975 Operations and Exploration 
provides considerable details on 
progress accomplished at these 
properties. 


These monies were spent on two 
deposits, Brunswick Tin Mines and 
Chester Mines. The first is a huge, 
multi-mineral deposit in which tung- 


sten, molybdenum and bismuth are 
the most important elements. The 
second is a more modest deposit 
containing copper and zinc. A con- 
siderable increase in the prices of 
the latter metals would be needed to 
justify a decision towards production 
at Chester Mines. 


The underground development and 
exploration programme completed 
during the year at Brunswick Tin 
Mines has confirmed the grade of 
the deposit, the consistency of the 
values, the competence of the wall 
rock. Sums in excess of $7.7 million 
over a period of eight years have 
been expended to evaluate this large 
deposit. 


Two Sectors of Research 


We wish to express our gratitude 
once more to the Federal and the 
Quebec research departments for 
the excellent results obtained and 
confirmed at their respective pilot 
plants on our behalf. We are bene- 
ficiaries of their continuous col- 
laboration, 


firstly, at the laboratories of the 
Department of Energy, Mines and 
Resources, in Ottawa, for the treat- 
ment of the ores from Brunswick 
Tin Mines, and 

secondly, at the laboratories of the 
Department of Natural Resources, 
in Quebec, for the new chemical 
process for the production of 
lithium carbonate, at our Quebec 
Lithium plant. 


As soon as circumstances justify the 
start of production at Brunswick Tin 
Mines and the re-opening of Quebec 


Lithium mines, the perpetuation of 
the mining operations of your com- 
pany can be anticipated for many 
decades to come. 


Financial Position 


During the past year, the working 
capital of your company was reduced 
from $15,300,000. to $13,000,000. 
This reduction of $2,300,000. includes 
payment of $836,860. in dividends 
and the total cost of the exploration 
and metallurgical research pro- 
grammes executed during the year. 


In the current year, further evaluation 
of the Brunswick Tin Mines property 
wili involve only metallurgical re- 
search and considerably reduced 
expenditure. 


New Field of Action 


Following a decision of the Board of 
Directors, your company will explore 
possible avenues for investment 
diversification. We firmly believe 
that the mining industry should 
always continue to be our major pre- 
occupation. 


Administration 
Mr. Paul F. McDonald, B.C.L., a 


director of the company since 1969 
has resigned from the board to 


Montreal, January 8, 1976. 


accept a position as a senior officer 
with another resource company. We 
wish to thank him for the excellent 
services he has rendered, and to 
express our best wishes for his 
future success. 


We welcome as his successor, Mr. 
Francois J. Bastien, C.A., a distin- 
guished executive and an ex- 
president of the Order of Chartered 
Accountants of Quebec. 


Your board of directors, jointly with 
the board of East Sullivan Mines 
Limited, thought it advisable to en- 
large the Group's executive com- 
mittee. The new members of this 
committee are Messrs. Gendron 
Beauchemin, Engineer, and Brigadier 
General J. Guy Gauvreau. 


Conclusion 


Notwithstanding the economical 
difficulties of the past year, your 
board remains confident in the future 
of the mining industry and particular- 
ly of your company. We wish to 
assure shareholders that unlimited 
efforts will be made in pursuit of 
both growth and profit. 


Finally, it is with pleasure that we 
wish to thank the personnel of your 


company for their loyal services 
throughout the year. 


On behalf of the board of directors. 


CLce 


J. Jacques Beauchemin, Q.C., 
President. 


REVIEW OF 1975 OPERATIONS 


AND EXPLORATION 


Cupra Division 


Ore mined amounted to 57,506 tons 
averaging 2.31% copper, 4.27% 

zinc, 0.51% lead, 0.014 ounce of gold 
and 1.022 ounces of silver. Thus, a 
reduction of 42% in tonnage milled 
and 47% in metal production resulted 
from the year’s operations as com- 
pared to 1974. 


Ore reserves total 95,000 tons with 
an average grade of 2.46% copper, 
3.80% zinc, 0.51% lead, 0.014 ounce 
of gold and 1.022 ounces of silver. 


D’Estrie Mining Company Ltd. 


The mine produced 176,902 tons 
averaging 2.49% copper, 2.38% zinc, 
0.56% lead, 0.015 ounce of gold and 
1.107 ounces of silver. Compared to 
last year, this represents an increase 
of 19% in tons milled and 17% in 
metal production. 


Ore reserves at August 31, 1975, 
amounted to 955,100 tons with an 
average grade of 2.78% copper, 
1.52% zinc, 0.56% lead, 0.015 ounce 
of gold and 1.107 ounces of silver. No 
reserves are shown below the 4175 
foot level. However a block of 
112,000 tons with a grade of 1.88% 
copper and 0.51% zinc has been out- 
lined between 4175 and 4475 levels, 
but is not considered to be mineable 
at current metal prices. 


A diamond drilling programme has 
been carried out from the bottom 
level to explore the downward exten- 
sion of the deposit, but the results 
have not been encouraging. 


Nigadoo River Mines Limited 


A total of 239,973 tons of ore was 
treated, averaging 0.28% copper, 
2.39% lead, 2.57% zinc and 3.42 
ounces of silver. 


The mineable ore reserve in Zones 
“A” and ‘‘C”’ total 676,696 tons with 
an average grade of 0.20% copper, 
2.88% lead, 3.07% zinc and 3.64 
ounces of silver. 


The two exploration drifts made on 
Anthonian Zone (one on 750 foot 
level and the other one on 450), 
indicate probable ore reserves of 
180,250 tons having a grade of 0.15% 
copper, 3.67% lead, 3.36% zinc and 
3.51 ounces of silver. 


The total reserves, as at August 31, 
1975, amounted to 856,946 tons 
averaging 0.19% copper, 3.05% lead, 
3.13% zinc and 3.61 ounces of silver. 


Clinton Copper Mines Ltd. 


Tons milled amounted to 89,589 tons 
with a grade of 2.60% copper, 2.42% 
zinc, 0.45% lead, 0.013 ounce of gold 
and 0.895 ounce of silver. Mine 
development accounted for 8,111 
tons and stoping for 81,478 tons. 


Mining was terminated during June 
1975. However trucking of the broken 
ore to the Sullivan mill site continued 
until August. Simultaneously all 
installations were removed from 

the mine site and the grounds were 
left ina safe and adequate condition. 


Clinton Copper Mines is jointly con- 
trolled by Dome Mines Limited and 
Sullivan Mining Group Ltd., each of 
which owns 38.7% of the common 
shares. 


Chester Mines Limited 


A decline 10’ x 16’ (at — 18%) was 
started in August 1974. The main 
ramp consisted of 64 feet in open cut 
and 1707 feet in the rock. Slashes 
used as sumps, mucking chambers, 
electric panels room amounted to 
862 feet in drifting equivalent. 35,170 
tons of ore with a grade of 2.06% 
copper are stockpiled at the site. 


The purpose of the exploration pro- 
gramme was to open up a part of the 
disseminated copper zone in which 
surface diamond drilling had in- 
dicated a tonnage of 3.8 million tons 
with a grade of 1.58% copper over an 
average stoping width of 16 feet. 


The main ramp gave by chip sampling 
an average grade of 1.90% copper 
over 10 feet. 


That exploration ramp confirmed the 
grade indicated by surface drilling, 

the competence of the wall rock and 
other factors facilitating the mining. 


The programme terminated in August 
1975. 


Brunswick Tin Mines Limited 


The development phase of the under- 
ground exploration initiated at the 
end of 1973 at the Mount Pleasant 
property of Brunswick Tin Mines 
Limited in Southern New Brunswick, 
was completed during the past fiscal 
year. 


From the 2,100 foot decline, 2,760 
feet of drifts and cross-cuts were 
driven into two higher grade areas 
of the Fire Tower Zone, at a depth 
of about 1,000 feet below surface, in 
order to obtain bulk samples for 


metallurgical tests and also to allow 
sampling and diamond drilling of 
these higher grade areas. The dia- 
mond drilling is not yet completed 
but so far, the program has given 
meaningful results. 


Sampling of 800 feet of cross-cuts 
and drifts within the Western Higher 
Grade Area gave an average grade 
of 0.15% Molybdenum, 0.36% Tung- 
sten and 0.11% Bismuth (average 

of muck and chip samples). Eighteen 
thousand feet of underground dia- 
mond drilling just completed in the 
same area, on sections 100 feet 
apart, indicate three million tons at 
essentially the same grade, thus 
confirming the indications of the 
surface drilling. The area as outlined 
so far is about 500’ long, 400’ high, 
with an average width of 200 feet. 


The second higher grade area being 
tested underground is the Northeast 
Extension. Drifting and cross-cutting 
through a short section of this area 
to establish drilling stations showed 
a grade of 0.19% Molybdenum, 
0.44% Tungsten and 0.15% Bismuth 
over a tunnel length of 310 feet. 


This cannot be taken however as 
representing the grade of the whole 
area, since the drilling done so far has 
indicated that mineralization extends 
over a minimum length of 1,200 feet. 


The first results of the underground 
drilling indicate that the grade, at 
least in some parts of the zone, may 
be higher than that of the Western 
Higher Grade Area given above. The 
widths vary greatly though, between 
20 feet and 200 feet. It will be some 
months yet before the drilling is 
completed and an overall picture of 
this area can be obtained. 


Surface diamond drilling performed 
during previous years had indicated 
a total of 42.6 million tons of tung- 
sten- molybdenum- bismuth mineral- 
ization of which 30.0 million tons 
with a grade of 0.20% tungsten, 
0.09% molybdenum and 0.08% bis- 
muth are located in the Fire Tower 
Zone. The two higher grade areas 
referred to above are located within 
the 30 million tons of the Fire Tower 
Zone. 


Metallurgical research has been con- 
tinued throughout the year. Very 
extensive tests were performed at 
the Canmet pilot plant of the Energy, 
Mines and Resources Department in 
Ottawa on a three hundred ton bulk 
sample obtained from the new un- 
derground workings at the property. 


Preliminary results of these tests 
are most favourable, indicating that 
both gravity and flotation methods 
perform well in the concentration of 
the principal minerals. Much work 
remains to be done in the evaluation 
of the data; it is hoped however that 
a tentative flowsheet may be de- 
signed within a few months, thus 
allowing the completion of a profit- 
ability study of the project. 


Brunswick Tin Mine’s total expendi- 
tures for the year, including capital 
charges, were $1,915,000. 


Metals Production 


Subsidiary companies 


Total 1974-75 Total 1973-74 


CUPRA 


Pounds Value Pounds Value 
Division D’Estrie Nigadoo * Ounces $ *Ounces $ 
Copper 2,693,630 8,776,642 803,359 12,273,631 UPAR WS al aasts 70s! 
Lead Si OO4 nl Oe OC MOTs US.OUZ 9,934,068 1,978,904 8,149,102 1,964,241 
Zinc 4,172,884 7,119,088 9,214,233 20,506,205 8,061,450 21,017,759 7,453,181 
Gold 527 1,686 -— i PLP: 364,149 * 1,922 260,029 
Silver wayil fos 77 167,634 595,049 = "614,500" 93,934,817 * 6291528) 2,713,124 
Cadmium 32,699 52,244 119,092 204,035 537,996 162,671 785,073 
Bismuth 954. 3,128 24,860 28,942 214,029 28,992 251,274 


$24,965,675 
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SULLIVAN MINING GROUP LTD. and its subsidiaries 


(Incorporated under the Quebec Companies Act) 


CONSOLIDATED BALANCE SHEET 


August 31 


ASSETS 


CURRENT ASSETS 


Cash and term deposits, oir. ceric oe oar conten is econo 
Accounts receivablec te sce «at 8 otis bee SOE oe en ee ee 


Marketable securities, at cost (quoted market value : 


1975-96516 6i——-1 O74 S14 SG) nears eet eae iecseet oe. cane eee et eae 
Recoverableincomevtaxesmaremiane ee ae e oreenee eeeee eeee 
lnventories (notes anda) see: ooo canis kc ers oe erence Cae eee 
Prepaidiexpenses (note GO) i Megat a catwnd 6 eles cement eee 


LONG-TERM: INVESTMENTS (notes:1and 3) 7. 25 e...c ncn eee ee 


FIXED ASSETS (notes 1,6 and 10) 


Land at COSt dxsct acct ice cee ee ee Oe ee eee 


Buildings, machinery and equipment at cost less accumulated depreciation 
(1975'- $9,163,060 —1974=$8;397,866)) voices oes ee 


DEFERRED? EXPENDEIURES: inotes! 124, Gland 10)}eeenerieiirereree ter 


LIABILITIES 


CURRENT LIABILITIES 


Bank loate 2. cise Go scz Sia Viaesadecus wR bs coche ea ee 
Accounts payable and accrued expenses ............0cecseeeneeeee 
Wages and salaries payable. ssc: iad due eee 
Quebec Mining Duties .. <i. 2.5.24 40 wav sev rw ue ee 


LOANS AND ADVANCES FROM PARENT COMPANY ............. 


MINORITY: INTEREST 3... /catece oo is0e ocdvn gen sora niles cme ene ee ee 


SHAREHOLDERS’ EQUITY 


Capital stock (note 5) 
Authorized: 20,000,000 shares without par value 


Issued SB 4O0,000 SHAKES. occ acs n vinelnacecdece ane ee ease 
Capital sunrrrb engi 5, 5 ot cccotna Sirech aust nes, vib Sine cee ete ee c Beeeeeeetne 
Retained earnings:- statement g «iv is fe ats et eee 


Shares of Sullivan Mining Group Ltd. held by subsidiaries (note 5) 


On behalf of the Board of Directors : 


LUCIEN C. BELIVEAU, Director 
MARC H. DHAVERNAS, Director 


1975 


$ 5,602,586 
73,645 


694,705 
219,100 
7,943,238 
186,295 


14,719,569 


1,569,488 


111,175 


6,664,795 
6,775,970 
24,203,204 
$47,268,231 


$ 876,572 
548,509 
223,429 


21,000 


1,669,510 


440,000 


1,437,998 


11,242,600 
4,677,177 

_ 27,884,817 
43,804,594 


(83,871) 
43,720,723 


$47,268,231 


The annexed notes are an integral part of these financial statements. 


STATEMENT 1 


1974 


$ 7,930,180 
47,399 


582,605 
1,942 
7,753,793 
66,376 


16,382,295 


1,316,729 


117,175 


_ 6,906,126 
7,017,301 
22,989,032 
$47,107,257 


ene 
777,965 
149,443 
141,234 


1,068,642 


1,439,478 


11,242,600 
4,677,177 


29,363,311 


45,283,088 


(83,851) 
45,199,237 
$47,707,357 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended August 31 


VALUE OF? PRODUCTION sits fica eee eee eed Oe 
BESSA OSTOMNEANZALION wigs ficiccncecueihcete nec eee ne ae ee ee ee ee eee 


COST OF OPERATIONS 


Pave aRE AEM AT HINT Panes 925956 Solan oda ped een pea ov ORD Vet ace 
maministrative and-generahexpenses .......006 nse deen vaca ssw euawcs ved ee 


Depreciation of fixed assets and amortization of pre-milling 
EPC EPEC ICE VCIODIMOM Ea ces oc sou lars.« oie Spam Bibin ee baarmceites dened elec. oes Foss 


EARNINGS {LOSS) ROM, OPERATIONS: «sale sis cise ys ait helms eae ss 


OTHER EXPENSES 


Net expenses of closed and non operating mines ..............0..00 ees eeee 
Amortization of outside exploration expenditures ............ 00.0000 ee eaee 
Amortization of cost of issue of debentures ............. 0.0 c ec eee eee eee 
assvor sae ane disposal of fixed. assets... 552.6. .u... ce ohne. ohan se oeee 
AyAOrization of goodwill from consolidation” 26.6.0. 05. eels cen me cower 


OTHER INCOME 


Petes COTM tae Shs Pace: heer cin yen REN ee ear haar Neh, 3 
HAVES tad CIVIGGMUS™ Hime rceis tocar e > vanities chien Oks eet Mimi cea eae oe Pol 
Profit arising out of acquisitions of shares of subsidiaries .................. 
PIOULOR SHlES OF INVESTMEMES uk in ras mac od wetter GD ie Poe eins a 


EARNINGS (LOSS) BEFORE MINING DUTIES 
BD SVUNOGLIY. INTERES Ty haw oice. oo. asst ey meter ash aes eet ein eens. cas 


BALIN GODUTTE SY a is sc 4..osschewies. inp) » teen dine omar etnias wile ete os § ir 
EARNINGS (LOSS) BEFORE MINORITY INTEREST acces rte nee es 


MINORITY INTEREST 
Share an ecarmings andiloss of:SubsidiarieS: oss. irs. c)csmune lee wah oc neo es aes 


HE EE AnNINGS (LOSS), FOR THE, YEARD sane oes qos tas ie tae wet ee 
NET EARNINGS (LOSS) PER SHARE (notes Ifand 5)" 3.0.2 2 ewe an ee 


1975 


$22,342,601 


10,244,239 
12,098,362 


8,364,490 
462,170 


4,492,772 
13,319,432 
(1,221,070) 


116,649 
418,384 

1,333 
136,045 


672,411 
(1,893,481) 


134,383 
793,305 


49,786 


977,474 


(916,007) 


21,000 


(937,007) 


1,710 


$_ (935,297) 
S__ (0.14) 


STATEMENT 2 


1974 


$24,965,675 
11,064,523 


13,901,152 


5,865,664 
416,432 


3,037,674 
953195770 
4,581,382 


(10,813) 
440,012 
1,333 
289,755 
48,362 
768,649 


3,812,733 


38,886 
824,343 
129,992 


993,221 


4,805,954 
425,000 
4,380,954 


30,149 
$ 4,411,103 
$ (0.68) 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year ended August 31 


1975 
REVAINEDREARNINGSPAIN BEGINNING? Oe V.EA Rieger ene renee $32,870,310 
Adjustments resulting from the inclusion of subsidiaries which were not 
previously included in consolidated statements and now included because 
of principles of consolidation enunciated by Canadian Institute of Chartered 
Accountantsuin Manch750 arr saci eee (3,506,999) 
ADJUSTED? RETAINEDE EA RININ Gis tierce merece cre eae tr rear eae mm 29,363,311 
ADD: 
Net effect of accounting for investment in parent company 
on therequityemethod sso. eat a2 u6 Ok Meo e to ee eee eee 166,934 
PriOk Years INCOME taxXcAG [US UIE MESm eer re ener surement eee 126,729 
Net earnings: (loss)eforthe year wc <... » animes nace, csi ert Cente eee (935,297) 
28,721,677 
Minority interest’s share of the loss of Nigadoo River Mines Limited ......... — 
Dividends patdi (note 5) iso. eens eee tees: TR ee iene ee 836 860 
836,860 
RETAINEDREARNINGS# Ais ENDS Es VjEA Riese cre cet eecten irae ante a $27,884,817 


STATEMENT 3 


1974 


$28,781,259 


(3,083,256) 
25,698,003 


183,063 
(53,863) 
4,411,103 


30,238 306 
38,145 
836,850 
874,995 
$29,363,311 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year ended August 31 


1975 


WORKING: CAPITAL AT“BEGINNING OF YEAR .5..2) eerie $15,313,653 


SOURCE OF FUNDS 


Netearingss(loss)itonthey earls: = ares eee eee ee er eae (935,297) 
Add : Items requiring no outlay of cash — 
Depreciation of fixed assets and amortization of pre-milling and 


déeferredidevelopmentiexpendituness sae seria ite enen ene ee 4,492,772 
Amortization of costiofissue of debentures .55 seen eee eee ae 1,333 
Amortization of outside exploration expenditures ..................... 418,384 
PROfitzOn acquisition On Snanesin SUDSIGIanlCSmere nana eeee net nen ree _ 
Profit (loss) on disposabot fixed assets - 2) ate errant cee, 136,045 
Goodwilifom consolidationswisittenio fia ate tere en mene = 
4,113,237 
Proceeds from disposalof fixed assets. a. ate Seer eee epee 792,073 
Loans and advances from parent company «...:...s2e:a<s0se+-eeunscs beets 440,000 
InStalmentsromimortgagesiGec civ aol Cis ve cmcet- aerate aera er 4,242 
Net effect of accounting for investment in parent company 
On -the-equity Method, 22. 4 koe Ae. hc cen ae ra ne ee 182,896 
Minority interest's share of net earnings (loss) ................00.00eueeee (1,710) 
5,530,738 
APPLICATION OF FUNDS 
Prior years: income tax adjustments 02.0.7... = Aaa ee mee ei sis ae (126,729) 
Additrons*to- fixed assets:  o0 2-06 unt... elie ee rere: Ong) 1,550,284 
Minority interest's-share:in' lassiof a'subsidiary yo. 1a eee oe ok _— 
OQutsiderexploraviom|exDe mc ibe sae eres eae eee 124,280 
Pre-milling expenditures and deferred development expenditures ........... 5,154,617 
Dividends paid! 72m. sate dh eas cee sa ee ar eet ene eee 836,860 
EOaAnS-ANGAAVENCES. ~cslSee eee ee sete cee ear aan at oe Ee 255,000 
Puréhases Of shares) «+. eaves osc meen kare om eas ee ee 20 
7,794,332 
increase (decrease) in'working capital ©...,..v1.2..cne45 oe eee eee oe ee (2,263,594) 
WORKING* CAPITAL AT END“ GE YEAR, 5.40.57 ona ee ees $13,050,059 


STATEMENT 4 


1974 


$13,521,708 
4,411,103 


3,037,674 
1,333 
440,012 
(129,992) 
289,755 
48 362 


8,098,247 
202,917 


10,882 


182,896 
7,996 


8,502,938 


53,863 
1,028,052 
38,145 
129,765 
3,922,076 
836,850 
495,000 
207,242 


6,710,993 
1,791,945 
$15,313,653 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


August 31, 1975 


Note 1 — Accounting Policies 


Basis of presentation of financial statements: 


The accompanying financial statements include, on a consolidated basis, the accounts of Sullivan Mining Group 
Ltd. (the Company) and all of its subsidiaries including those that are at the exploration stage. 


Sullivan's interest in its parent company, East Sullivan Mines Limited is accounted for on the equity method 
basis due to the significant influence that it exercises on the parent company. 


Certain subsidiary companies own shares in the Company. The carrying value of such shares has been deducted 
from the Company's shareholders equity. Similarly the Company's earnings per share has been calculated 
based on the number of its shares outstanding after reduction for such intercompany holdings (note 5). 


Inventories 


Mine products are valued at estimated realizable value and mine supplies are valued at the lower of cost or 
possible amount of realization. 


Amortization of preproduction and deferred development expenditures: 


a) Depreciation of buildings and equipment and amortization of preproduction and deferred development ex- 
penditures is based on the-estimated service lives of the assets calculated using the method considered 
appropriate in the circumstances, for the most part the straight-line method for fixed assets and on rates, 
based on the total tons of estimated ore reserves, applied to the tons milled during the year. 


b) Preproduction expenditures and development expenditures amount to $11,334,159 for the producing mines 
and will only be recovered out of the proceeds of the ore bodies under production less costs to produce 
and sell provided market conditions are favourable; the same reserve applies to the expenditures of the 
mines at the exploration stage which amount to $11,330,595, the recovery of which is also subject to the 
bringing of these ore bodies to commercial production. 


c) The loss for the year has not been charged with the depreciation of the fixed assets of the Quebec Lithium 
division; the undepreciated capital cost of these assets amounts to S771,684 and management estimates 
that this value could be realized. 


Outside exploration expenditures 


Management has decided to charge outside exploration expenditures for the year to earnings, in prior years, 
these expenses were deferred when they related to properties on which work was in process; the amount of 
these expenses not written off as at August 31, 1974 was $294,104. 


Note 2 — Inventories 

These consist of: 1975 1974 

Mine supplies: 

NValedwatncOs tak i alinars is cae syle an Cie ae a en aM Oar aie Re sci $ 2,028,649 S$ 1,543;414 

Valea atapossioleé. amount ol .FealizabiGni wer se a ae eee gee as ee 153,622 153,622 

2,182,271 1,697,033 

Concentrates at smelters and awaiting shipment ....................... 5,760,967 6,056,760 

$ 7,943,238 S 7,753,793 


Note 3 — Long-term Investments 


a) The cost of the investment by the Company in the shares of East Sullivan Mines Limited, its parent 
company, amount to $1,467,056 and is accounted for on the equity method (note 1). Accounting for this 
investment on the equity method has resulted in the cost of the investment being charged to retained 
earnings and to affect retained earnings by the earnings less. dividends (note 5). 


1975 1974 
b)eOthern-sharesvand debentures. at COStuctac5- aan epee rhe sg ola $ 765,583 § 765,583 
LOB INS Bia) Wlimare TimelelsnVCIMESS woe ncacdoaoasueoepooannoouausn gunases 803,905 553,146 


$ 1,569,488 $ 1,318,729 


c) Other shares and debentures at a cost of $765,583 have no quoted market value. This amount does not 
necessarily mean that it represents the amount at which they can be realized. 


Use 
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Note 4 — Other Assets at Cost (note 1) 


1975 1974 
Preproduction and deferred development expenditures — ................ 
Producing Mins. 5 s.cus oe loser oary ewes eae a aie eb Oe ee $11,334,159 $12,435,456 
Mines at thesexploration: ‘stage-2.a7 ck... Se ae eee eet ee ee eee - 11,330,595 8,719,689 
22,664,754 21,155,145 
Outside. exploration: expenditures 3 tv... «|. locisos 2: dakuewk aap ames eee — 294,104 
Mining ‘properties, claims and. concessions -.5355...+00..)eeene aber ne 1,537,117 1537447 
OURGES pais 6 dds Sand ote ycce eNews os ha pentane ees eae vie ___- 1,333 ___2,666 
$24,203,204 $22,989,032 
Note 5 Shareholders’ Equity 
The issued capital stock at August 31, 1975 is summarized below: 
el Cay: eek naa een dh oan ee OA RRP REE A Lan oye her 8,336,080 shares $11,157,049 
GlaS Ss Bes irs, a Seater etn is whos a eee cae aorta De 63,920 shares 85,551 
8,400,000 shares $11,242,600 
Less the company’s interest in its shares held 
by subsidiaries: s2u20u. |.catndea dere te oe eee 31,207 shares 
8,368,793 shares 
Less shares held in East Sullivan Mines Limited (note 3) .. 1,888,471 shares 
6,480,322 shares 
During the year the following dividends were declared: 
Class°A-=+$030%4 ‘share: -. ..occoas nce cs ee ee i ee $ 821,589 
Class B = $0,085 a share plus 15% tax on undistributed income ..........-.....+...--. 18,411 
Ko) c:) en er ee tee Were tc oo al) co oe our SON OAD RE ho Jobo abdoopos 840,000 
Less Company's share of dividends paid to subsidiaries .......................000005. 3,140 
Net charge.to. the: retained. earnings: «4.01000. ke eee eee fe eee $ 836,860 


Class A and class B shares are voting, convertible into one another on a share for share basis and rank equally 
with respect to dividends and in all other respects. The only distinction between the two classes is that the 
directors may specify that cash dividends on class B shares be paid first out of 1971 tax-paid undistributed 
surplus on hand (as those expressions are defined in the Income Tax Act of Canada), with the result that 
class B dividends so paid will be less than the class A dividends by the amount of tax paid thereon. 


Note 6 — Income Taxes 


a) The net earnings of the Company and its subsidiaries is not taxable because they have claimed, for tax 
purposes, capital cost allowance, amortization of preproduction expenditures, deferred development and 
outside exploration expenditures in excess of amounts charged to earnings. 


b) Furthermore, the Company and its subsidiaries had at August 31, 1975 further amounts available to reduce 
future taxable incomes (note 7) 


Undepreciated: capital cdst 55 sts ge we a en eek fcc ie $ 7,215,000 
Outside exploration ‘expenditures jccaz as. ce eee ae en er So saree $ 6,908,000 
Preproduction expenditures. «27.24 0/4 «.c « octet et hee oe fc ces pee $ 5,344,000 
Losses: for ‘income tax purposes -..c 22 cubic o seem eto > hone) hice eee $ 742,000 


c) The subsidiaries, at the exploration stage, have, as a Group, an amount of $3,971,000 available to reduce 
their possible future taxable incomes or the Company’s which might be earned from mining operations or 
from investments. 


Note 7 — D’Estrie Mining Company Ltd. —- Tax Exempt Period 


The Minister of National Revenue, Income Tax Division did not accept the Company’s claim that its income 
from March 1, 1972 to December 31, 1973 was tax-exempt under the provisions of article 28 of the Transitional 
Rules of 1971 concerning the application of federal income: tax on income. 


The company has submitted a notice of objection as to the taxation of the abovementioned income, although 
any taxable income from March 1, 1972 to August 31, 1975 may be eliminated by expenses available to the 
company under the provisions of the income tax act (note 6). 


Note 8 — Pending Legal Procedure 


Legal proceedings have been instituted against the company whereby the plaintiffs are claiming 45 of the 
340,000 escrowed shares of Sullipek Mines Inc. to be issued and allotted to Sullivan Mining Group Ltd. and 
alternatively failing delivery of the claimed shares, the plaintiffs have claimed the sum of $1,000,000 of damages 
against Sullivan Mining Group Ltd. 


This litigation has arisen from an option granted by the Company to Terra Nova Explorations Ltd. on certain 
claims situated in the Gaspé area of the Province of Québec. These proceedings have been contested and in 
the opinion of the company’s counsel they are ill-founded in facts and in law. 


Note 9 — Chester Mines Limited 


a) The company, due to present economic and other conditions, ceased, temporarily, the development of the 
Chester project as at August 31, 1975 and disposed of all the fixed assets other than residences, to the 
parent and affiliated companies. 


b) The amount of prepaid expenses include a sum of $104,601 on deposit with the Province of New Brunswick 
held “In Trust’, by that Province, as security for the observance and performance by Chester of its ob- 
ligations to carry out and complete all work and measures deemed necessary by the Province to ensure that 
there will be no contamination of soil and water as determined by the Province and to its satisfaction. 


Note 10 — Nigadoo River Mines Limited 


a) The mine did not operate from November 21, 1971 to January 4, 1972, when mining operations were suspended. 
Since the mining operations were resumed on January 2, 1974, the operating results for the year ended 
August 31, 1974 cover a period of eight months. 


b) Depreciation on fixed assets and amortization of preproduction and deferred mine development expenditures 
were charged in the accounts from January 2, 1974. 


AUDITORS’ REPORT 


To the Shareholders 
Sullivan Mining Group Ltd. 


We have examined the consolidated balance sheet of Sullivan Mining Group Ltd. and its subsidiaries as 
at August 31, 1975 and the consolidated statements of earnings, retained earnings and source and application 
of funds for the year then ended and have obtained all the information and explanations we have required. Our 
examination included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


The consolidated financial statements of Sullivan Mining Group Ltd. and of all its subsidiaries have been 
prepared in accordance with the principles of consolidation enunciated by the Canadian Institute of Chartered 
Accountants in March 1975. The subsidiaries that are at the exploration stage are included in the consolidation 
whereas in prior years they were excluded; the retroactive inclusion of these subsidiaries has necessitated 
the restating of retained earnings. 


In our opinion, subject to the recovery of deferred expenditures as referred to in note 1, and according 
to the best of our information and the explanations given to us and as shown by the books of the companies, 
these consolidated financial statements present fairly the financial position of the companies as at August 
31, 1975, the results of their operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles. 


MAHEU, NOEL, ANDERSON, VALIQUETTE & ASSOCIES 
Chartered Accountants 


Montreal, October 31, 1975 
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SIX YEAR REVIEW 


EAST SULLIVAN MINES LIMITED and 
SULLIVAN MINING GROUP LTD. and subsidiaries 


1975 1974 1973 1972 ___ 1971 1970 

Tons: of:Ore: milledv.cs. (.5o oe cee ate nae oes 474,381 382,964 314,799 482,247 727,000 708,645 
Operating Results 
Net ProgduCcHOn: eat. a4 te eres cea eeree ee $12,098,362 $13,901,152 $ 9,917,681 ® 7,975,128 $10,465,018 $13,200,693 
Operating Gosts Merete ns rere rater oni 8,854,884 6,282,862 4,751,585 5,262,343 6,313,193 6,774,986 
Depreciation and Amortization ................ 4,912,489 3,479,019 2,104,490 2,156,843 2,875,109 1,423,387 
Loss on disposals of fixed assets .............. 136,045 289,755 148,702 41,888 31,823 8,862 
Other.ineonie : seeiae mete eek ee ae 872,638 944,895 433,246 674,968 611,868 637,055 
Income taxes and Mining duties ............... 21,000 425,000 45,000 30,000 45,000 215,000 
PNETAOMONMEIAY MOAI oacovococoeanneaadounuaesune — = 1,673,124 — — : — 
NetEarmings HilOSSIin ieee pl tra ie eae (953,418) 4,369,411 1,628,026 1159023 1,811,761 5 An ovois 
Net Earnings per share (loSS) ..............cccccceeeeees (0.15) 0.68 0.25 0.18 0.28 0.83 
Financial position 
Current ASSCtS amin a: qh areata a eee ere mere $14,738,397 $16,828,552 $14,488 063 $10,749,941 $10,307,755 $13,684,631 
Current biabilitiese rays so eo eae Metre ee 1,686,084 1,071,965 508,644 409,421 701 ,288 (O3a.30K 
Working: Capital, sane sacs at race ie pee 13,052,313 15,756,587 (leo SiASHAAIG) 10,340,520 9,606,467 12,649,240 
INVEStMENtSs 23: iene se a oe eee ee 1,569,488 13118, /29 676,616 681,012 655,883 606,576 
PIXGO ASSETS, Oo tcxvouueeuaet Gun Chpuaen eae tamene 6,775,970 7,017,301 8,387,524 8,860,891 9,649,736 SLAC SISI/ 
Deferred’ Expenses’ 9..1..,.52 sec oh re eee tatice 24,259,932 23,039,810 20,340,195 21,820,629 ZV SS PST 17,335,018 

45,657,703 47,132,427 43,383,754 41,703,052 40,650,343 40,561,791 
NATOMAS” Sus gengasd eee soduccnvovecue 1,423,722 1,423,722 WS45er (al 1,345,771 1,345,771 1,303,610 
Total Outside Shareholders’ Equity ............. 44,233,981 45,708,705 42,037,983 40,357,281 39,304,572 39,258,181 
East Sullivan Mines Limited 
Number of shares held outside* ............... 2,786,529 2,786,529 2,786,529 2,786,529 2,786,529 2,786,529 
Equity per share (fully distributed) ............ $6.84 $7.08 $6.52 $6.26 $6.09 $6.08 
Sullivan Mining Group Ltd. 
Number of shares held outside* ............... 3,693,793 3,693,803 3,693,814 3,693,818 3,724,830 3,724,840 
Equity per share (fully distributed) ............ $6.81 $7.03 $6.47 $6.20 $6.00 $5.99 
Total shares of both companies held by 
Outside: shareholders) oc...4.c< eam wane 3 tele 6,480,322 6,480,332 6,480,343 6,480,347 Golitesog 6,511,369 


* Net of shares held intercompany and by subsidiaries of Sullivan Mining Group Ltd. 


The above SIX YEAR REVIEW is a summary of the restated financial statements of both companies, consolidated to include all of the sub- 
sidiaries of Sullivan Mining Group Ltd. as of September 2, 1969. 
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